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Numerous  Detailed  Problems  of  Record 
Keeping  Will  be  Faced,  and  Handling 
of  Them  May  Determine  Whether  the 
New  Laws  Will  be  Drastically  Changed, 
Says  This  Expert 


Administering 
Social  Insurance 
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« y4  LTHOUGH  America  has,  in 
LjL  large  part,  turned  from  the 
^ X debate  over  whether  or  not 
we  should  have  social  insurance  laws 
to  the  practical  problems  of  their 
administration,  public  opinion  is  still 
I in  a formative  state  and  will  be 
greatly  influenced  by  the  immediate 
experience  in  attempting  to  adminis- 
ter such  laws.  Successful  and  eco- 
nominal  administration  will  win  over 
many  who  are  unfriendly;  conspic- 
uous failure  will  encourage  a reaction, 
with  the  not  impossible  result  of 
drastic  change  or  perhaps  a with- 
drawal of  part  of  the  social  insurance 
system.  The  next  year  or  two  will  be 
particularly  important  in  the  fortunes 
of  social  insurance  because  public 
opinion  will  be  affected  by  these  early 
impressions. 


Bv  Herman  Feldman 

V 

Professor  of  Industrial  Relations,  Amos  Tuck 
School  of  Administration  and  Finance, 

Dartmouth  College,  New  Hampshire 

The  chief  immediate  problem  of 
administering  social  insurance  is  not 
the  granting  of  unemployment  com- 
pensation or  pensions,  but  the  start- 
ing of  a proper  system  of  records  and 
tax  collections  so  as  to  make  possible 
such  payments.  Under  the  Federal 
stipulation,  benefits  are  not  payable 
as  unemployment  compensation  in 
any  state  until  after  January  i,  1938. 
This  is  a godsend,  since  it  postpones 
for  two  years  the  dreaded  day — from 
the  administrative  standpoint — when 
the  officials  must  face  thousands  of 
workers  who  have  become  eligible  for 
benefits  and  who  demand  what  is  due 
them  in  terms  of  credits  in  the  records. 

FIVE  NEW  SOCIAL  INSURANCE  TAXES 

Most  people  do  not  realize  that  the 
social  insurance  taxes  to  be  collected 
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are  five  in  number.  Two  of  these,  immediate  problem  than  the  collec- 
(on  i levied  on  the  employer  on  his  tion  of  employee  contributions.  The 
pa)  roll  and  the  other  on  workers  on  difference  is  only  a matter  of  months 
the  r wages),  are  for  old  age  pensions  — but  of  crucial  months.  A state 
anc  do  not  come  in  force  until  Jan-  which  does  not  have  the  employee 
uary^  I,  1937.  Anything  a year  off  contributory  feature  can,  if  forced  to 
holi  Is  much  less  terror  than  does  the  do  so,  postpone  the  collection  of  its 
imr  lediate  problem  of  collecting  taxes  taxes  to  the  end  of  the  year.  In  this 
already  payable,  t'he  other  three  they  can  follow  the  example  of  the 
levies  are  for  unemployment  insur-  Federal  Government  and  New  York 
anc;.  They  are  as  follows:  one  is  a State,  whose  taxes  on  employers’ 
nat  on-wide  Federal  tax,  levied  only  payrolls,  although  already  in  force, 
upen  employers,  of  1%  of  the  payroll  will,  like  the  income  tax,  not  be  col- 
in  1936  {2%  in  1937,  and  3%  in  1938  lected  until  next  year.  But  where 
and  thereafter).  Only  one-tenth  of  employee  contributions  are  payable, 
the  .e  amounts  will  be  actually  col-  these  must,  as  a practical  matter,  be 
lected  by  the  Federal  government  in  collected  immediately,  and  at  regular 
an)  state  which  has  adopted  an  ap-  weekly  or  monthly  periods, 
pro  ^'ed  unemployment  insurance  plan  Consequently,  in  the  states  with 
anc  to  which  the  employer  is  required  contributory  unemployment  insur- 
to  ] ay  an  amount  equivalent  to  nine-  ance  laws  there  is  a tremendous 
ten  :hs  of  the  Federal  tax.  Where  the  scurrying  around  to  set  up  some  kind 
stai  es  have  passed  such  laws,  there  is,  of  system  to  start  employers  on  the 
the  efore,  a second  tax  on  employers’  process  of  reporting  their  payrolls, 
pa)  rolls.  The  third  tax  is  one  pre-  paying  their  premiums  and  submit- 
scriaed,  independently  of  the  Federal  ting  with  these  the  employee  contri- 
act  by  certain  states  which  desire  butions  deducted  from  wages.  Be- 
the  r workers  to  contribute  to  the  cause  the  collection  of  employee  con- 
unemployment  insurance  funds.  Of  tributions  is  the  more  urgent  obliga- 
this  group  of  states,  including  over  tion,  we  shall  first  consider  certain 
hal ' of  the  jurisdictions  which  have  neglected  phases  of  this  problem, 
aln  ady  enacted  laws,  lucky  Massa-  Several  special  problems  involved  in 
chu  setts  provides  that  employees  the  establishment  of  a feasible  pro- 
sha  1 not  be  liable  for  contributions  cedure  in  collecting  employers’  taxes 
until  IQ17,  but  New  Hampshire,  will  then  be  discussed. 


j ..u  1 - -U  COLLECTING  THE  EMPLOYEE  S 

Oregon  made  the  employee  contnbu- 

■ 1 I u ■ • T . CONTRIBUTIONS 

tioi  payable  beginning  January  i, 

ig'.6.  The  situation  with  regard  to  em- 

The  collection  by  the  states  of  the  ployee  contributions  must  be  viewed 
emnloyers’  payroll  tax,  is  less  of  an  in  perspeiitive  in  order  to  see  the 
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difficulties  ahead  of  us.  It  is  true 
that  only  one  per  cent  will  in  a year 
or  two  be  deducted  from  the  wages  of 
employees  in  many  or  most  states 
for  unemployment  insurance.  But 
another  one  per  cent  will  be  deducted 
from  his  wages  for  old  age  pensions 
by  the  Federal  Government  begin- 
ning in  1937,  this  percentage  to  in- 
crease gradually  to  three  per  cent  in 
1949.  Eventually  this  country  will 
have  compulsory  contributory  health 
insurance,  and  there  will  be  a further 
deduction  from  wages  of  perhaps  two 
to  three  per  cent.  It  is  not  at  all 
inconceivable,  therefore,  that  in  a 
decade  most  workers  will  have  legal 
deductions  of  as  much  as  seven  per 
cent  of  their  own  wages.  In  any 
event,  many  will  soon  have  four  per 
cent  deducted,  aside  from  non-legal 
deductions  for  purely  company  group 
insurance  and  similar  plans.  This 
creates  several  large  problems. 

Thus,  it  becomes  very  important 
for  the  employee  to  make  sure  that 
the  contributions  which  are  payable 
in  his  behalf  are  actually  paid,  since 
the  benefits  for  which  he  is  later 
eligible  are  in  large  part  based  upon 
the  number  of  weeks  during  which 
such  premiums  have  been  paid.  If 
for  reason  of  negligence  or  dishonesty 
the  employer  has  failed  to  pay  his 
tax  and  has,  in  addition,  appropriated 
the  employee’s  contribution,  the 
worker  who  comes  to  the  employment 
office  will  have  his  troubles  in  trying 
to  prove  that  in  certain  past  months 
he  actually  worked  more  time,  earned 
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more  wages  and  paid  more  premiums 
than  his  employer  has  recorded. 

In  the  case  of  unemployment  in- 
surance many  such  discrepancies  will 
be  earlier  discovered  because  of  the 
fact  that  some  of  the  employees  en- 
titled to  benefits  will  soon  prove  their 
case  and  will  call  attention  to  large 
scale  variations.  In  the  case  of  the 
pension  plan,  however,  such  matters 
may  not  come  to  light  for  years,  since 
the  employee  has  no  right  to  claim 
such  pension  until  he  is  actually  of 
pensionable  age. 

To  avoid  the  many  misunderstand- 
ings which  may  arise  with  regard  to 
just  what  credits  a worker  has  built 
up,  he  should,  in  contributory  systems, 
by  the  terms  of  the  system,  be  able  to 
examine  periodically  something  like 
his  own  record,  and  see  the  tangible 
receipts  that  payments  in  his  behalf 
have  been  made.  Various  corpora- 
tions are  developing  check  stubs  and 
other  devices,  but  for  general  pur- 
poses there  should  be  an  official  em- 
ployee pass  book  or  card  recording 
monthly  the  amount  of  money  paid  by 
him.  This  pass  book  should  be  avail- 
able to  any  worker  for  Inspection  at 
any  time,  and  when  he  is  laid  off  he 
should  be  required  to  ask  his  employer 
for  his  book.  He  should  be  called 
upon  to  deposit  it,  as  in  the  English 
system  and  in  other  plans  abroad,  at 
the  public  employment  office  when  he 
registers  as  unemployed.  Thus  at 
all  times  the  pass  book  will  serve  not 
only  as  a receipt  for  the  employee’s 
own  contributions,  but  as  supplemen- 
tary evidence  of  the  record  of  the 
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num  ber  of  weeks  he  has  worked  andof 
the  number  of  taxes  paid  in  his  behalf 
by  t ie  employer. 

T lis  will  have  a peculiar  signif- 
ican  :e  in  the  understandings  of 
worl  :ers  regarding  their  wages.  If  an 
emp  .oyee  is  supposed  to  be  getting  a 
wag : of  $25  a week,  and  let  us  say, 
^1.0  3 is  deducted  for  payments  in  his 
beh«  If,  there  is  nevertheless  a power- 
ful lendency  for  him  to  regard  his 
weeldy  salary  as  being  I24  and  not 
$25.  Some  of  our  New  Hampshire 
emp  loyers,  otherwise  favorable  to  the 
law,  were  opposed  to  the  feature  of 
employee  contributions  on  this  score. 
The  i feared  misunderstandings  be- 
cau5  e their  deduction,  on  compulsion 
by  :he  government,  of  part  of  the 
wagis  for  the  employee’s  future  use 
wou  d not  be  recognized  as  wage 
pay  nents. 

T le  misapprehension  needs  to 
be  counteracted  by  psychological 
and  practical  devices.  Wherever 
employee  contributions  are  part  of 
the  iocial  insurance  scheme,  this  may 
be  ( one  by  something  similar  to  the 
English  plan  of  stamped  books  with 
adhesive  or  metered  stamps,  which- 
evei  prove  most  practical.  The 
wor  ter  will  have  a frequent  and 
tangible  reminder  that  the  employer 
has  paid  him  two  kinds  of  wages,  one 
in  cish  directly  to  him,  the  other  in 
casi  paid  in  his  behalf  for  his  insur- 


anc( . 


COLLECTING  THE  EMPLOYERS 
TAXES 

There  is  no  more  important  im- 
mec  iate  administrative  problem  in 


state  unemployment  insurance  than 
the  avoidance  of  the  excessive  routine 
of  record  keeping  which  threatens 
because  of  our  possible  failure  to 
anticipate  the  difficulties,  to  invent 
the  short  cuts,  and  to  content  our- 
selves with  the  indispensable  data. 
The  studies  on  the  subject  are  wholly 
inadequate.  I myself  am  in  no  posi- 
tion to  contribute  to  them  here  or 
elsewhere,  hence  I am  merely  raising 
some  questions  which  seem  important. 
The  rest  of  this  article  attempts 
merely  to  call  attention  to  the  urgent 
need  for  the  intensive  study  of  certain 
problems  of  procedure  in  tax  collec- 
tion and  benefit  payment. 

The  collection  of  the  employers’ 
payroll  tax  would,  as  a tax  matter,  be 
one  of  the  comparatively  simple 
things  if  there  were  no  relation  be- 
tween the  payments  made  and  the 
claims  which  individual  workers 
would  subsequently  make.  For  the 
employer  would  merely  have  to  cer- 
tify what  his  payroll  was,  within  the 
employee  coverage  specified,  and  then 
pay  the  required  payroll  percentage. 
This  is,  in  fact,  the  only  thing  in 
which  the  Federal  Government  is 
interested. 

The  situation  which  the  State  ad- 
ministration or  the  employer  in  any 
state  actually  faces  is  different.  The 
nature  of  the  information  required 
concerning  the  individuals  in  his 
employ  makes  much  of  the  difference. 
The  fact  that  unemployment  benefits 
will  be  payable  in  every  week  of  the 
year  and  must  be  based  on  credits 
until  the  time  applied  for,  requires 
knowledge  by  the  State  administra- 
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tion  of  the  condition  and  eligibility  There  is  also  required  a record  of 
of  individual  applicants.  time  lost  through  lack  of  work.  In 

The  State  administrations  must,  all  States  there  is  a waiting  period 
therefore,  under  existing  unemploy-  before  benefits  are  payable.  In  some 
ment  compensation  laws,  have  certain  States  this  lost  time  includes  time 
records  which  will  be  used  as  a basis  lost  while  under-employed,  rather 
of  benefits.  Some  will  not  require  than  merely  time  when  completely 
such  information  until  1937  but  unemployed.  For  example,  under  the 
others  have  begun  now.  These  states  New  Hampshire  law,  if  a worker  had 
must  know,  in  the  first  place,  the  been  working  only  one  day  a week, 
normal  full-time  weekly  earnings  of  he  would  the  sooner  become  eligible 
each  employee,  so  that  it  can  pay  for  partial  unemployment  benefits, 
him,  as  benefit,  when  required,  fifty  or,  if  entirely  laid  off,  for  full  unem- 
per  cent  of  these  earnings.  Since  an  ployment  benefits.  These  are  not 
entry  of  wages  paid  would  not  alone  all  of  the  data  which  must  be  kept, 
show  whether  they  are  for  a half-week  but  they  indicate  some  of  the  main 
or  a full  week,  it  is  necessary  to  have  types  of  facts  which  administrators  of 
the  number  of  hours  for  which  the  State  unemployment  insurance  will 
wages  were  paid,  and  compare  this  in  need  and  which  complicate  the  pro- 
general to  what  is  held  to  be  the  cus-  cedures. 

tomary  hours  for  working  and  com-  These  difficulties  may  be  further 
pensation  in  this  particular  industry.  augmented  by  the  possible  inclusion 
This  would  so  far  help  determine  in  the  projected  forms  of  requests  for 
the  amount  of  the  benefit  payable,  data  not  absolutely  necessary  in  the 
but  not  its  duration,  for  the  latter  is  practical  operation  of  unemployment 
based  upon  the  ratio  to  the  number  insurance  but  designed  to  yield  fuller 
of  weeks  a man  had  previously  worked  statistical  information  for  general 
in  an  insured  job  for  which  pay-  economic  purposes.  If  such  addi- 
ments  had  been  made  in  his  behalf,  tional  data  were  merely  an  incidental 
In  New  York,  for  example,  it  is  one  feature  of  a smoothly  functioning 
week  for  every  15  days  of  employment  routine  there  would  be  less  reason  to 
in  the  past  52  weeks,  in  New  Hamp-  question  their  inclusion.  But  when 
shire,  one  for  every  four  weeks  of  em-  that  routine,  at  best,  will  for  years 
ployment  in  the  past  two  years.  Thus  involve  tremendous  new  difficulties 
a record  must  be  kept  of  the  amount  of  taxing  the  organizational  capacities 
time  worked,  in  terms  of  the  number  of  state  administrations,  it  may  be 
of  insured  weeks  credited  to  an  em-  the  better  part  of  wisdom  to  bow  to 
ployee,  so  that  when  he  becomes  un-  the  realities  of  the  situation  and  post- 
employed  the  amount  of  benefits  pone  them.  The  elimination  of  cer- 
may  be  accurately  determined  in  tain  data  which  people  of  the  statisti- 
amount  and  duration.  cal  and  planning  turn  of  mind  finds 
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satis  ying  and  valuable  will  not,  in 
actui.l  effect,  be  such  a handicap  as 
thou  jht.  The  introduction  of  wide 
regis  rration  of  unemployed  and  of 
bene  it  payments  to  unemployed  and 
of  other  facts  will  produce  new  and 
vital  information  never  before  had  in 
this  ;ountry,  and  will  suffice  for  the 
prac  ical  purposes  of  society  in  so  far 
as  ii  uses  such  data  in  actual  re- 
medial measures.  The  rest  of  the 
data  is  caviar  and,  if  necessity  re- 
quin s,  as  it  probably  does,  should 
be  ]'Ostponed  or  obtained  through 
inqu  ries  based  on  sampling,  as  in 
Eng  and. 

V EEKLY  AND  MONTLY  PAYROLL 
REPORTS 

Tlie  question  of  how  much  infor- 
mati  Dn  can  actually  be  handled  prop- 
erly involves,  in  many  states  the 
moo  ;ed  question  of  whether  weekly 
and  monthly  payroll  records  should 
be  ! equired  of  employers.  In  the 
plans  contemplated  or  actually  pro- 
mul|;ated  in  several  states,  the  em- 
ployer will  have  to  make  weekly  or 
mon  ffily  returns.  As  a basis  of  these 
each  employer  covered  by  such  laws 
will  have  to  keep  records  concerning 
each  employee,  including  his  name 
and  Dther  identifying  data,  the  wages 
earn  2d  during  the  payroll  period,  the 
nurrber  of  days  worked  during  the 
payioll  period,  the  number  of  hours 
invclved  and  similar  facts.  If  it 
wen  merely  a question  of  keeping 
thes : records  the  law  would  probably 
not  be  much  of  a hindrance  to  em- 
ployers, since  the  advantages  to  the 


employers  themselves  might  as  a 
whole  balance  the  little  extra  work  of 
knowing  more  about  their  operations. 
The  burden  to  employers  depends  on 
how  much  detail  and  how  often  the 
insurance  administrations  will  re- 
quire such  data*^to  be^transmitted. 

Yet  it  is  not  from ’.the  employers’ 
standpoint,  but  from  that  of  the 
insurance  .idministration,  that  the 
really  grave  question  is  presented.  If 
it  is  true  what  within  the  New  York 
State  coverage  there  may  be  some 
250,00  employers  and  over  3,000,000 
workers,  as  its  administration  believes, 
consider  its  problem  of  record-keeping 
alone.  There  is  a possibility,  multi- 
plying the  monthly  records  by  12, 
that  the  clerical  staff  of  the  insurance 
administration  would  have  to  handle 
a mountain  of  payroll  sheets  each 
year,  containing  tens  of  millions  of 
individual  items  which  will  have  to 
be  entered  on  individual  employee 
record  cards.  Many  of  these  items, 
will,  of  course,  be  incomplete  through 
misunderstanding  or  design  and  thus 
involve  correspondence,  telephone 
calls  and  other  follow-ups  which  will 
keep  stacks  of  payroll  sheets  lying 
around  for  checking.  When  we  con- 
sider that  these  records  are  only  pre- 
liminary to  the  payment  of  benefits  in 
correct  amounts,  and  that  various 
other  kinds  of  records  will  be  kept, 
we  can  see  that  the  magnitude  of  the 
administrative  routine  is  of  a stag- 
gering prospect.  The  tremendous 
amount  of  paper  work  may  become  a 
pressure  on  the  public  employment 
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offices  interfering  with  the  perform- 
ance of  more  important  duties. 

Our  administrators  are  a brave  lot 
and  do  not  appear  to  be  alarmed  at 
the  prospect.  Unemployment  insur- 
ance requires  records,  and  adminis- 
trators react  to  the  size  of  the  task 
with  the  cheering  reply  that  though 
the  job  is  big,  they  can  “lick  it.’’ 
Some  even  think  that  they  can  do  it  at 
a cost  which  is  less  than  that  required 
for  administrative  expense  in  Great 
Britain,  Their  optimism  is,  in  part, 
justified  because  we  are  living  in  a 
machine  age  and  clerical  equipment 
has  become  so  marvelous  that  it  is 
capable  of  conquering  pretty  rough 
terrain.  But  the  optimism  is  also 
somewhat  affected  by  the  rosy  pic- 
tures which  the  clerical  machine  cor- 
porations have  provided  through  us- 
ing precise  calculations  made  more 
from  the  standpoint  of  industrial 
engineering  than  by  full  recognition 
of  the  problems  of  public  service 
administration  under  present  condi- 
tions. 

My  sympathies  are  wholly  with  the 
administrators  of  the  law,  who  are 
trying  earnestly  to  overcome  the 
trying  problems  which  a new  measure 
naturally  presents.  In  raising  these 
issues  my  purpose  is  merely  to  call 
attention  to  some  practical  problems 
through  healthy  and  constructive 
criticisms  leading  to  improvements, 
and  thus  ultimately  to  confound 
rather  than  to  aid  those  who  are  using 
the  normally  expected  difficulties  of 
installation  of  unemployment  insur- 
ance as  a device  to  discredit  the  idea 


of  the  law  itself.  Many  of  the  rules 
and  procedures  planned  or  adopted 
by  insurance  administrations  are 
forced  upon  them  by  the  nature  of 
the  laws  passed,  and  considerable 
easing  of  the  burden  can  and  must 
be  accomplished  through  detailed 
amendments  seen  as  necessary  when 
actual  administrative  procedures  are 
analyzed.  The  question  for  im- 
mediate study  is  where  we  can  cut  the 
administrative  routine  so  as  to  leave 
only  the  absolutely  indispensable  pro- 
cedure. The  administrators  of  insur- 
ance should  not  be  interfered  with  in 
their  efforts  to  obtain  an  adequate, 
dependable  system  of  control,  for  the 
law  must  be  effectively  enforced. 

If  one  seeks  ways  of  cutting  down 
processes  which  consume  time  and 
money,  he  cannot  but  help  being  im- 
pressed with  the  fact  that  under  a 
plan  of  regular  weekly  or  monthly 
postings,  a great  deal  of  work,  from 
submission  of  data  on  payroll  through 
queries,  letters  and  investigations  will 
revolve  around  the  completion  of  the 
records  for  employees  who  are  not 
applicable  for  benefits  at  all  and  who 
may  not  be  for  an  indefinite  time.  In 
view  of  the  fact  that  in  Great  Britain 
some  40%  of  the  insured  workers  have 
never  drawn  any  benefits  because  con- 
tinuously employed,  is  there  any  way 
to  reduce  the  labor  involved  in  taking 
care  of  this  group?  I believe  that 
this  question  would  lead  to  a most 
fruitful  enquiry  if  patiently  and  im- 
partially pursued. 

To  some  extent  the  question  was 
aired  in  the  contention  between  the 
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fork  State  unemployment  insur- 
dministration  and  the  New  York 
Employers  Conference,  a debate 
ich  the  state  insurance  adminis- 
n’s  case  is,  in  my  opinion,  much 
cogent  than  that  of  the  em- 
r group.  Possible  compromise 
cements  are  possible  whose  pos- 
es were  not  fully  explored.  The 
lyers,  in  insisting  solely  on  sep- 
n reports,  seemed  to  object  to 
lyroll  returns  at  any  time,  rather 
attempt  to  reduce  their  fre- 
y.  Compromise  arrangements 
include  annual  or  semi-annual 
11  reports,  plus  separation  re- 
for  individual  workers  when 
ff.  There  is  also  the  possibility 
iered  by  the  New  York  admin- 
ion  at  one  time,  and  by  New 
iphire,  of  exempting  from 
nly  return  forms  that  group  of 
;rs  whose  employ  may  be  con- 
id  permanent.  Studies  of  these 
.ients  would  get  us  somewhere 
e process  of  adopting  an  econ- 
d system.  Employers  should  be 
cooperative  and  administrators, 
rn,  must  accept  methods  less 
ying  from  the  standpoint  of 
ogical  interest  in  compilations 
laking  for  a smaller  load  in  the 
listration  of  insurance  collec- 
at  these  initial  stages  of  the 
mcnt. 


C IN  STAMP  BOOKS  BE  USED 
IN  AMERICAN  SYSTEMS? 

Or  e subject  which  needs  to  be 
studied  in  more  detail  is  the  possi- 
bility of  using  the  British  system  of 


stamp  books.  It  is  notable,  of  course 
that  in  the  British  plan  no  monthly 
payroll  reports  are  required,  nor  as 
far  as  I can  learn,  annual  payroll 
reports  at  any  time.  The  system  in 
use  relies  chiefly  upon  the  individual 
insurance  book  of  the  worker,  in 
which  are  pasted  stamps  in  the  appro- 
priate places,  to  signify  that  the  em- 
ployer has  paid  a premium  toward  the 
worker’s  account  for  the  weeks  shown, 
as  well  as  the  fact  that  he  has  made  a 
deduction  for  the  employee’s  contri- 
bution. This  pass  book  remains  with 
the  employer  as  long  as  the  worker  is 
employed.  If  he  is  laid  off,  the 
worker  brings  the  pass  book  to  the 
public  employment  office  and  records 
himself  as  unemployed.  The  em- 
ployment office  then  has,  through  the 
pass  book  and  its  stamps,  a con- 
tinuous record  of  the  employee’s  past 
record. 

The  pass  books  are,  however,  col- 
lected at  the  end  of  the  year  and  cer- 
tain individual  entries  are  then  made. 
How  much  work  can  be  saved  through 
this  method  as  compared  with 
monthly  postings  and  similar  matters 
are  subjects  suggesting  analyses  of 
timely  interest  and  great  importance. 
It  is  clear,  of  course,  that  certain 
features  of  the  British  law  favor  the 
use  of  stamp  books  which  are  not 
part  of  our  laws.  The  British  regu- 
lations do  not,  for  example,  base  the 
duration  of  benefits  on  an  exact  ratio 
to  contributions,  such  as  found  in 
American  laws,  and  they  have  various 
provisions  simplifying  the  routine 
tremendously. 


PERSONNEL  JOURNAL 


The  most  favorable  British  feature 
is  the  fact  that  the  contributions 
made  on  behalf  of  a worker  by  the 
employer,  and  those  of  the  employer 
on  his  own  behalf,  as  well  as  the 
benefits  payable,  are  uniform  within 
certain  definite  classes.  The  rates  of 
contributions  differ  as  between  men 
and  women,  with  separate  rates  for 
children,  minors  and  adults  in  each 
sex — in  all  six  classes.  Exactly  the 
same  contribution  is  paid  for  a person 
of  a given  age  and  sex,  whether  his 
earnings  are  low  or  high  within  that 
coverage  group.  Benefits  are  like- 
wise standard,  with  fixed  allowances 
for  dependents. 

In  this  country,  however,  the  con- 
tributions in  all  plans  are  on  a per- 
centage basis.  To  pay  i or  2 or  3% 
of  all  the  possible  earnings  between, 
let  us  say,  ^5  and  I50,  would  require 
stamps  in  amounts  from  one  cent  to 
J1.50  The  actual  use  of  pasted 
stamps  is  possible  only  by  the  use  of 
assortments  of  stamps  in  combina- 
tions, but  in  that  event,  lai^e  spaces 
would  have  to  be  provided  in  order 
to  permit  affixing  such  stamps  as 
would  be  necessary  to  make  up  a de- 
sired combination.  This  itself  is  no 
great  obstacle.  The  larger  and  more 
progressive  concerns  might  use  a 
meter-impressed  stamp,  such  as  is 
now  permitted  by  the  Post  Office  for 
any  concern  which  wishes  to  substi- 
tute meter-impression  for  the  actual 
pasting  of  stamps.  Possibly  only  the 
larger  and  more  responsible  concerns 
might,  on  bond,  be  permitted  to  use 


stamps.  The  smaller  concerns  might 
be  asked  for  monthly  pay  roll  reports. 

Can  the  data  ultimately  to  be  re- 
quired for  the  payment  of  benefits 
and  waiting  periods  be  obtained 
through  stamp  books?  Yes  and  no. 
Given  a constant  ratio  of  let  us  say 
1%,  then  the  face  value  of  the  stamp 
may  on  inspection  be  multiplied  by 
100  to  ascertain  the  employees  wage. 
If  the  tax  is  3%,  the  formula  is  a bit 
more  complicated  but  can  easily  be 
recorded  by  a guide  card  showing 
what  the  full  time  wage  correspond- 
ing to  any  tax  is.  The  equipment 
can  also  record  the  number  of  hours 
worked  and  other  facts.  The  com- 
panies making  the  mechanical  equip- 
ment for  impressing  and  metering 
stamps  state  that  such  features  can 
be  put  on  stamps,  either  as  part  of 
the  impression  or  as  part  of  the  can- 
cellation. 

The  advocates  of  stamp  books  will 
have  to  hurdle  another  obstacle,  how- 
ever, in  adapting  such  a method  to 
the  variations  in  payments  which  will 
be  permitted  if  and  when  the  “merit 
rating”  features  of  state  laws  come 
into  force.  By  merit  rating  is  meant 
the  rewarding  of  regular  production 
and  employment  by  the  reduction  of 
the  employer’s  own  premium  when 
his  record  shows  that  he  has  cost 
the  state  unemployment  fund  less 
than  certain  stipulated  amounts  or 
ratios.  Thus,  New  Hampshire’s  law 
provides  that  beginning  in  1941,  em- 
ployers shall  be  rated,  in  accordance 
with  their  record,  as  being  required 
to  pay,  instead  of  the  maximum  tax 
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of  3 Yc,  four  lower  scales  of  i^%,  2%, 
1^^,,  or  the  minimum  of  i%,  in  ac- 
corc  ance  with  certain  ratios  which 
neec  not  be  described  here. 

A worker  employed  at  $30  a week 
by  live  different  employers  in  a year 
could  conceivably  have  recorded  as 
the  veekly  contributions  of  these  em- 
plo}  ers  such  five  different  amounts 
as  SDff  (3%),  7 Si  (25%),  6oi  (2%), 
45^^  and  30?;  (1%).  Under 

thes  j circumstances  the  amounts 
sho\m  in  the  stamp  book  could  not 
imrr  ediately  be  translated  by  a simple 
forn  ula  to  show  the  employee  wage 
base  on  which  it  was  figured. 

O 1 the  other  hand,  this  would  be 
no  i;reat  difficulty  in  those  states 
whk  h have  workers’  contributions, 
for  i uniform  1%  payment,  shown 
separately,  would  tell  the  story  com- 
pleti  ly,  independent  of  the  varying 
emp  oyers’  premiums.  Moreover, 
meri  t rating  is  not  yet  with  us, — and 
in  s )ite  of  our  state  laws,  may  for 
cons  ritutional  reasons  not  be  possible. 
The  possibility,  even  if  remote,  that 
the  itamp  book  might  prove  even  a 
part  al  basis  of  reducing  the  routine 
of  re  cord  keeping  makes  it  worth  ful- 
ler exploration. 

BRA(  KETING  OF  WAGES  AND  BENEFITS 
AS  A SOURCE  OF  ECONOMY 

It  was  previously  stated  that  early 
attei  tion  is  needed  to  such  matters  of 
law  i.s  may  yield  amendments  to  ease 
the  )urdens  of  administration.  One 
of  th  2 chief  complexities  of  the  insur- 
ance provisions  is  the  attempt  to  col- 
lect i tax  on  the  exact  wage  and  to 


pay  benefits  as  exactly  50%  of  an 
exact  wagt,  with  all  the  refinements 
of  detail  this  will  introduce  and  the 
enormous  addition  in  work  it  will 
bring  to  insurance  administrations. 
In  England  and  most  continental 
systems  the  payments  are  more  stand- 
ardized and  thus  practically  eliminate 
figuring  the  amount  of  weekly  benefit. 

One  way  of  reducing  the  burden  in 
this  country  might  be  to  pay  as  bene- 
fits standard  amounts  based  on  wage 
classes.  Thus,  instead  of  paying  an 
exact  50%  of  wages  of  $25.40  and 
of  $25.42,  one  might  put  all  em- 
ployees earning  $25  to  $26,  and 
and  possibly  $25  to  $27  in  a single 
class  and  have  them  entitled  to  a uni- 
form benefit  of,  let  us  say. 

This  would  have  certain  practical  ad- 
vantages and  has  been  a feature  of 
German  L^nemployment  insurance. 
This  idea  of  bracketing  has  already 
been  urged  by  several  authorities  on 
unemployment  insurance  in  this 
country  as  being  at  least  in  principle 
desirable  in  the  payment  of  benefits. 

But  would  such  bracketing  be  per- 
mitted in  figuring  the  tax  when  pay- 
ing contributions  as  well  as  in  the 
payment  of  benefits?  At  the  present 
time  the  Federal  taxing  system  does 
not  permit  the  levying  of  a tax  in 
accordance  with  wages  of  employees 
classified  in  brackets.  That  is  to  say, 
if  an  employee’s  wage  is  $26.80  and 
the  tax  in  1936  is  1%,  the  Federal 
government  expects  the  employer  to 
pay  a premium  of  26.8^.  If  under 
a State  plan  the  employee  earning 
such  a wage  were  classified  as  being 
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in  the  $25  to  $27  class,  paying  a flat 
payment  of  26ff,  he  would  be  paying 
less  than  called  for  under  the  Federal 
plan. 

If  the  Federal  Government  cannot 
permit,  for  the  sake  of  economy,  a 
tax  based  upon  brackets  established 
by  it,  then  under  purely  State  brack- 
eting employers  might  find  the  Fed- 
eral Government  calling  for  an  extra 
amount  because  of  a discrepancy  be- 
tween what  had  been  paid  to  the 
State  and  the  amount  called  for  by 
the  Federal  law.  More  likely,  how- 
ever, an  employer  would  so  arrange 
his  wage  scale,  where  possible,  that 
he  would  have  the  discrepancy  in  his 
favor.  He  might  not  be  able  to  do 
this  where  the  worker  was  on  piece 
rates.  It  would  be  the  salaried 
worker,  if  any,  who  would  lose  by  it. 
Where  there  was  no  provision  against 
it,  the  temptation  to  the  employer 
would  be  strong  to  “work”  the 
brackets. 

Thus,  if  there  were  considerable 
difference  in  employee  benefits,  in 
accordance  with  whether  he  was  earn- 
ing $24.99  $25.01,  there  might 

be  a strong  pressure  to  have  wages 
so  arranged  that  they  would  work  to 


the  disadvantage  of  the  Fund.  This 
would  be  a factor  in  the  way  indi- 
vidual and  general  wage  increases 
and  decreases  would  be  made.  This 
disadvantage  would  probably  be  less 
where  employee  and  employer  in- 
terest were  opposed.  One  way  of 
minimizing  these  tendencies  to 
“work”  the  brackets  would  be  to 
have  them  within  pretty  narrow 
classes.  Obviouslv  there  would  be 
less  inducement  to  fiddle  around  with 
brackets  in  which  all  employees  were 
grouped  within  a fifty  cent  range 
than  there  would  be  with  brackets  of 
from  two  to  five  dollars’  range.  But 
if  the  brackets  are  made  too  small, 
the  advantages  of  bracketing  tend  to 
be  nullified. 

I have  discussed  briefly  some  of 
the  major  problems  of  detailed  ad- 
ministration which  must  be  met  in 
connection  with  the  new  laws.  Of 
course,  much  additional  knowledge 
concerning  their  application  is  imper- 
ative, and  it  is  essential  that  thorough 
studies  will  be  made  and  published  on 
some  of  these  detailed  subjects,  as 
an  aid  to  the  adaption  of  sound  and 
economical  systems. 
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